SA ee ce pee 


Vou. PN Oe;'3 


° 


- Congress what the courts would never give | 


WASHINGTON, 


D, C.; Aue, 7, 1919 


Five CENTS 


The Railroads Afraid of the Courts 


By Former Congressman Epwarp KEATING 
(Manager of the Plumb Plan League) 


ship and democracy in the opé@ration 
of the railroads would leave the val- 


| ABOR’S plan for government owner- 


i uation of the railroads to the courts, pro- 


viding their review on appeal from the 
findings of a properly constituted Purchase 
Board. By the decisions of this body or 
of the courts it would pay back every 
honest dollar put into the railroads, issuing 


therefor government bonds at four per cent. 


It would work at every stage by peaceful, 
constitutional methods. 

The men whose frenzied financing has 
plunged the railroads into ruin are afraid 
of the courts. They now seek to get from 


them, and to cover up their own infidelity 
to their trust. I believe that an investiga- 
tion by Congress would show conditions in 
the private management of the chief rail- 
road systems as scandalous as those re- 
vealed in the Rock Island deals; in the 


plundering of the New Haven Railroad, 


in the hugger-mugger of the ’Frisco Lines, 
of the Pere Marquette, of the Great North- 
ern. Wherever a rate investigation has 
touched them it has revealed rottenness. 
A Congressional investigation would prob- 
ably show that this rottenness is general. 
It would 
the railroads was forced by the widespread 
failure into which Wall Street manipula- 
tion, engineered by the Morgan and Rocke- 
feller groups, has plunged them. Elihu 


Root said, in his recent speech to the Mis- 


oe private ‘ownership. 


souri bankers: 


“Surely some _ provision 
must be made to prevent the continuance 


~ of the steady progress toward bankruptcy 


of the railroads which characterized the 


fe decade before the Government took pos- 
i ‘bh session in 1917,” | 


Here i is open confession. ee failure under 
The men responsible 


show that the war control of. 


for this failure are going to Congress 
through the United States Chamber of 
Commerce to saddle their misdeeds upon 
the public, to say to the public that the 
operating efficiency and the productive effi- 


ciency of labor which they have exploited. 


and the financial resources which théy have 
wasted and dissipated shall be covered up 
by a gross and enormous overvaluation. 
They will ask Congress to recognize that 
overvaluation by law. They would make it 
the basis for inflicting rates upon the pub- 
lic more than the public and industry can 
bear. 

They will not go to the courts. They 
fear, and they have reason to fear, that 
the courts will grant them only a reason- 
able return on their actual investments— 
which is their due under the law as it 
stands. But returns on fictitious stocks, 
returns on surplus piled up after ample 
dividend$ have been apportioned and then 


‘used for maintenance and extensions and 


improvements which should have served 
only to safeguard the true investment, re- 
turns on the hypothecation of future pro- 
ductive effort in the form of fictitious cap- 
ital stock to enormous totals awaiting divi- 
dends which may arise from future reve- 
nue gains—such returns the courts will 
not grant. For such returns they go to 
Congress. They present to Congress an 
innocent-looking “property investment ac- 
count.” Into this account they pile all of 
the liabilities they ever created, from the 
driving of the first spike of their roads 
to the breakdown of their last locomotive. 
They ask on this account an aggregate 
return of 6 per cent. 

The valuation of five small lines chosen 
at random by the Interstate Commerce 
Commission was approximately 50 per cent 
of their “property investment accounts” 


i aes 


on a es of cost of ‘reproduction : new. 


No scandal has ever broken over wee 
No charges of cor- e 


- five small companies. 
rupt financial management have ever been 
made. They represent the run of the rail- 
roads of their district, of the entire coun- 


try. They have done only what was cus-_ 
tomary—what was customary for all roads. 


The public knows that the New Haven 
reveals no difference in its accounting. The 


public knows that the Rock Island shows- 


no difference. It knows that no difference 
exists in the accounts of the Wabash Sys- 
tem, in those of the St. Louis and San 
Francisco, of the Missouri, Kansas & 


Texas, of the Missouri Pacific, of. the 


Western Pacific and'some other roads be- 
fore they went into receiverships. Does 
it know that no difference exists in the 
case of the Pennsylvania Lines? 


£. 


N editorial in the New York Wall 
Street Journal of July 29, 1919, crit- 
icizes labor’s plan for the reorgani- 
zation of the railway 
on the ground that “it contains so many 
principles prejudicial to stockholders’ 
terests that repeated elucidation seems 
worth while.’ There is. no. criticism 
of the plan, from the public stand- 
point. The chief criticism in this editorial 
is that under the 
in the Plumb Plan, which allows to the 
owners of the railroads the amount of 
the “investment actually, honestly, and 
prudently made” there would be dis- 
crimination against the good railroads to 
the advantage of the poor railroads. 
The editorial says: “Mr. 
of valuation means that the road can only 
be valued to the amount that 
have paid to the corporation when the se- 
curity was issued. This allows nothing for 
surplus earnings which have been plowed 
into the property, and means that high- 
grade roads will receive no benefit from 


the surplus earnings which have been put 
into the property if the Plumb plan is_ 


adopted, and roads which have been skimp- 


ing. the property in order to pay interest. 
and dividends on their securities, we Ten oh 


ceive full compensation.” 
‘The railroads: are poe pare the pro- 


Aes 


property investment accounts o th 
roads as the fair value of 


resent the surplus 1 until overcharges: 
Or the 
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visions of their Seis to ‘ une ‘be 
properties. This has been construed by 
the Supreme Court to mean that t they mu 
make such expenditures out of income as 
will preserve the integrity of the origi 
investment. A failure so to maintain t 


investment, : * 


made. it it has 


aecnnede hd its. present compen tion — 
would be the amount of the original in est 
ment less the amount of such with 


service which it rendered, tho: se i p 
the 


ene tee were ‘not ee 


the security-holders of all roads. 


We railroad people believe 


be opposite. 


high cost of living.” 
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\ earnings | into the private interest’ of its 


security-holders paid by the public. Under 
this plan, the skimped road can no more 


' profit by its delinquency than the good road 
could profit from the public’s generosity. 


_Labor’s plan is fair to all roads and to 


same time it is fair to the public. 


_ THE COST OF ans 


To ee Editor: 

; implicitly 
that the Plumb Plan has greater merit than 
any other. Under its operation rates: ulti- 
mately will be reduced. This has a direct 
effect on the most discussed problem of 
the day and the most vital one in the lives 
of the great multitude of the common 


people. 


Mr. Hines, the director general, was of 


_ the belief when he addressed the Brother- 
hood of Railway Clerks Convention at 


Cincinnati last spring that any further in- 
crease in wages would necessitate a raise 
in rates, and I distinctly recall that he 


made a strong point of the argumeht that | 


a raise in rates would increase the present 
cost of all\ commodities. The “interests” 
and profiteers would seize the pretext of 


~ any slight increase in railroad ‘rates to 


raise the prices of necessities to the con- 
suther and many times proportionate to 
what they would-have to pay the roads in 
increased rates. Inversely the effect should 


° 


So make our slogan: “It will reduce the 


You are familiar with Mr. 
plan to hold up the American people with 


his twenty competing lines and his 6 per 


cent guarantee to the investors. If ever 


'. there was planned a deliberate steal it is 


that sort of a plan. We who are holding 
Liberty bonds bought at par with a pres- 


ent market value of around $94 per hun- 


dred) and which draw 4 per cent, can 
readily see only the methods of a private or 
highwayman in a plan which would give 
government security to billions of watered 


stock at a higher rate of interest than is 
Peta! on the war cost. 


_ Harry A. Barp, 
_ Secretary ‘Affiliated Railway. che 
_ Spokane, Wash, 


At the 


Wheeler’s 


Protecting the Public 
By Congressman T. W. Sims 


(Statement made upon ‘presentation of 
Plumb Plan Bill in House of Kepresenta- 
tives, August 2, 1919.) 


HE proposed law (embodying the 
Plumb Plan) would leave the valua- 
tion of the railroads to the courts, 
providing review on appeal from the find- 
ings of a properly constituted appraisement 
board. By the decisions of this body or of 
the courts; it would pay back every honest 


dollar put into the railroads, issuing there- 


for government bonds at 4 per cent. It 
would work at every stage by peaceful, con- 
stitutional methods. 

It would establish harmony between the 
public interest, the interest of the wage- 
earners and capital. It would protect the 
public against exploitation for the benefit 
of either capital or labor, and it would 
assure the public of reductions in rates 
exactly equivalent to any increase in earn- 
ing power which the employes might 
create for themselves by the efficiency of 
their organization or the skill of their 
management. This would be the first step 
in solving the problems of the high cost 
of living, as the cost of transportation en- 
ters into the price of every commodity 
which is paid by the consumer. Protec- 
tion against increased rates—assurance of 
reduced rates—would inspire industry with 
confidence; would increase the purchasing 
power of the dollar, and would break the 
vicious cycle which now exists whereby 
every increase in, wages is reflected in an 
increase in the cost of production. 

The plan itself, without committing my- 
self to the details by which it is to be 
carried into effect, to my mind offers a 
solution of the railroad problem much 
more perfect than any other that has been 
presented. 


THE RESTLESS JUDGE 
Judge Hurn of the Superior Court in 
Spokane, Wash., rules that. women must 
work seven days a week if employers shall 
pay them the minimum wage of $13.20 a 
week fixed by the State of Washington. 
God rested on the seventh day. In the 


next life we tremble for Judge Hurn’s 


rest days, 


~~ 
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WAGES AND VALUE 

The President with his 
holding Congress to its work in the month 
of a contemplated’ vacation reveals his na- 


at speaking, these are not vacation days. The 
a issues fomenting the country do not admit 
of dalliance. > 
Yet it remains for organized labor to 
speak \the common-sense words that wages 
\ are not to be a shibboleth. The rotten 
: _ fabric of the wage-increase argument has 
fallen to pieces. Not money, but value; 
not figures, but better living; these are 
man’s need. Wage increases must go to 
the workers as long and as steadily as 
prices rise. But this is not progress, nor 
civilization. It is merely the belated settle- 
‘ment of an arithmetic computation. Not 


before the citizen who desires it can live ° 


a richer life is a nation going ahead. 
What if wages are advanced a billion 
dollars, or a hundred billion dollars? Will 
they buy more goods? The calculation is 
simple.’ Take the railroads as an instance. 
Raise rates, and each time an article 
changes hands in the process of production 
and movement, the increase in transporta- 
tion is charged against the article. And 
at the end of the process, the freight cost 
has been compounded many times. The 
merchants and the middlemen, the fac- 
tories and the jobbers, all have collected 
‘their profit on service they have not ren- 
dered—on transportation. It can be shown 
that on a sack of flour the public pays as 


many as fourteen ‘compounded profits. on. 


railroad charges. 
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The new . prohibition moyvement—the 
prohibition of food, clothing, shelter. 


‘Show your card—the card of the Plumb 
Plan League. Wear your button—the but-— 


ton of the Plumb Plan League. 


The purpose of said corporation shall be 
for public service and not for private 
profit—The Sims Railroad Bill. 


_ Was anything like that ever proposed to 
Congress before? — 


To say that skill, not money, shall oper- 


ate the railroads; that service, not Wall 
Street speculation, shall be the motive— 
that is something new. 


The railroad workers are a cooperative 
society. They cooperate to distribute 
goods. Their financial chiefs seem to 
think they are formed to distribute water, 
stocks, and dividends. 


During the last two years organized 
labor has been the chief factor in the 
overthrow of mighty empires.—Philadel- 
phia North American. 

Or in the upbuilding of the democracies 


of the future. 


The doctors of the Health Department 


of New York City find that out of 2,084 


families, 293 have lately given up buying 
bottled milk; 71 more can get just a little 
for their children, and 206 more can no 
longer afford to buy milk. Of these fami- 
lies 615 have to eat their bread without 
butter. These are just 2,084 average fami- 
lies, not on the East Side. 
over. Peace is signed. The armistice was 
declared long ago. What is the excuse 
for this? — 


The closed nonunion shop has always 
been the ideal of the great steel com- 
panies. ‘They have closed it with the power 
of dollars. That power has closed the 
mouths of the steel-workers. It has denied 
the right of free speech in the steel towns. 
Only one power can defeat if. That is the 
withdrawal power of labor... The national 
committee for organizing the iron and 
steel workers have through twenty-four 
national and internationals submitted the 
question of folded arms and loaded and 
fragrant pipes. sl patanarie gS ‘A 
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The man working in a mill or logging 


camp produces, on an average, 1,000 feet 


of lumber per day. Each and every worker 
in the lumber industry is now making $10 
more per day for his employer than at any 
time during the war period—The Labor 
Journal, Everett, Wash. 


Yet there has been virtually no wage in- 
crease in the lumber industry since the 
war. And there has been no wage increase 
in any other industry to meet this high 
cost of shelter. When lumber goes up, 
when steel and bricks and mortar go up, 
rents go up. 


Figures from the United States Geologi- 


cal Survey show that coal production from 


January 1 to June 28, 1919, averaged 43.44 
per cent below the 100 per cent mark. Of 
this enormous decrease, labor and car 
shortage, strikes and mine disability, were 
responsible for only 6.92 per cent, while 
decrease in demand—due to excessive 
prices—caused 36.52 per cent. 


—To be considered when reading coal pro- 
ducers’ advertisement blaming car short- 
age, caused by government control of rail- 
roads, for the small coal supply. 


It has never been established that rail- 
way capitalization as a whole is radically 
out of line with existing values.—Elihu 
Root. 


Stuff ! 


There is a long call from the adven- 
turous gambling of the original South Seas 
bubble companies to a rigidly controlled 
public service corporation of a. modern 
American state—Elihu Root. 


Shucks ! 


This is no.time for Congress to admit 
incapacity to sustain in the public interest 
existing systems of transportation that are 
engaged in the public service, owned by 
the public, regulated by the Government 
and affording the most conspicuous evi- 
dence in the history of commerce or gov- 
ernment of the soundness of the American 
principles of liberty.—Elihu Root. - 


In the name of the Prophet, figs! 


We have examined the “conspicuous evi- 
dence” of the looting of the New Haven 
system, the “liberty” of the Rock Island, 
the Chicago and Alton, the ’Frisco Lines, 
the Western Pacific. We may soon have 
some -other conspicuous evidence before’ - 
us, and before: the eyes-of Elihu Root... -*- 
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ABOR’S railroad bill tae the purpose — 
of reducing the cost of living by op- 


erating the most important industry 


in the country for service rather than for 
profit.” This is the keynote of a statement 
on the Sims bill, issued by the heads of the 
four railway brotherhoods and the chief 
of the railway division of the American 
Federation of Labor. | 

“Labor faces a persistently serious situa- 
tion due to the cost of living, and the 


_ impossibility of wages keeping pace with 


the depreciation of money,” the statement 
continues. “No fundamental changes are 
being advanced to save workers from con- 
tinual defeat in the economic struggle of 
life. The railroad employes are in no 
mood to brook the return of the lines to 
their former control, since all the plans 
suggested for this settlement of the prob- 
lem leave labor essentially where it has 
stood, and where it is determined not to 
stand. 
“We realize that in the strife for wage 
increases we cannot win any permanent 
victory. It is not money, but value which 
counts. The vicious circle is infinite; in- 
creased wages are over-capitalized for in- 
flated profits and the cost.of-goods mounts 
faster than the wage level. A few grow 
wealthy, and the multitude is impover- 
ished. 
: RAIL CONTROL MUST CHANGE 


-— “Any-basic change must begin with the 


railroads. We believe the interests of labor 
and the public to be identical in the rail- 
road question. The properties have been 
operated for the profit of the few, not 
for the service of the many. Not only 
have we suffered from inadequate wages, 
but the public has paid an extortionate tax 


for transportation, a tax based on dishonest 


values and collected from every gh es 
buying the necessaries of life. 

“Our proposal is to operate the railroads 
democratically, applying the principles to 
industry for which in international affairs 
the nation has participated in a world war. 
President Wilson declared in his message of 
May 20, 1919, for ‘the genuine democratiza- 
tion of industry, based upon a full recog- 
nition of the right of those who work, in 


_to play in industry.’ ‘He spoke ae n i 


nership based upon real communi y 


alin! its increase of Lae 


behalf of a ‘genuine cooperation | nd p: 


ote and participation in eats 


the railroad profiteers in ee of 
street. This argument cannot sury 
scrutiny of our proposal. | 


at the end of each year, parG ‘oper in 
costs are met and fixed charges are pa 
But we also provide am automatic r 
tion in rates when this se com 
a given level. 


they must invite new business. — N 
ask is to share the saving from econ Nes. 


should participate in the increased earn 
from our increased production. We. 
not earn dividends unless industry ; 
whole were stimulated ‘by improved 
portation service. aR 

NEW SYSTEM MUST ‘SUCCEED 


“en our bill, the rights of the publi 


is the frnal check upon railroad tmanage- 
ment, remains with the Interstate Com- 
merce Commission. If the new corpora- 
tion should attempt to pay itself excess 


the incentive of Ageia 
a sound Provision. 


So uhalgentent’ dividend is a oe 


management would-never vote to use the 
surplus for a wage increase at the sacrifice 
of half its own gains. To obtain a wage 
increase, the classified employes would 
have to win the vote of the public’s direc- 
tors, and this would only be done if war- 
ranted by an increased cost of living, 
SAVINGS FOR THE PUBLIC 

“We assure the public immediate. sav- 
ings. The cost of capital would be reduced 
from, the present six to seven per cent 
paid to Wall Street, to 4 per cent paid 
upon government securities. The. savings 
assured under a unified system are enor- 
mous. The savings through efficiency, ren- 
dered possible only by democratic opera- 
tion, are even greater. For the increased 
production resulting from harmonious re- 
lations between employes and their man- 
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agers are incalculable. We believe our 
plan will reduce transportation charges in 
surprising measure, and that it is the first 
and the most important step in any con- 
structive effort to lower the cost-of living. 
“WarREN S. STONE, 
Grand Chief, Brotherhood Locomotive En- 
gineers. 
“W. G. LEE, 
Presdent Brotherhood ai Railway Train- 
men, 
oTimabty SHEA, 
Acting Chief, Brotherhood of Locomotive 
Firemen and Enginemen. 
“L. E. SHEPPARD, 
Peeciient Order of Railway Conductors. 
“B, M. JEWELL, 
Acting President, Railway Employes’ De- 
partment, American Federation of Labor.” 


The Call for More than Wage Increases 


WO significant utterances were made 
on July 30 at Washington on the 
insufhciency of wage increases by 

Warren S. Stone, Grand Chief of the 
Brotherhood of Locomotive Engineers and 
president of the Plumb Plan League, and 
by William .G. Lee, president of the 
Brotherhood of Railway Trainmen. Both 
statements grow out of the lesson that 
wage increases, under the present condi- 


‘tions, do not permanently raise the Peay 


ard of living for labor. 

A wage increase to a group of workers 
results in -a larger increase in the selling 
of the article they produce. For capital 
increases the selling price of the article 


-by enough to cover, in addition to the in- 


creased labor cost, a profit on the increased 


labor cost. 


When the wage rise has gone around the 
circle to include all productive labor, the 
increased wage of the individual is equal 
in buying power only to the former lower 
wage—minus the additional profit paid to 


capital. 


Realizing this, the Grand Chief and Ad- 
visory Board of the Brotherhood of Loco- 


motive Engineers called upon President 


Wilson, to appeal primarily for remedial 


measures which will affect all consumers, 


not a wage increase for one group of 


- workers which will tax the-entire consum- 


ing public. They will demand a wage 
increase in the event general economic 
conditions are not to be remedied funda- 
mentally. 

“The gentlemen accompanying me, with 
myself, constitute the Advisory Board of 
the Brotherhood of Locomotive Engineers,” 
Mr. Stone’s statement to President Wilson 
begins. “They are in constant close touch 
with the rank and file of the locomotive 
engineers and also have a general knowl- 
edge of the conditions of all toiling classes. 

HIGH LIVING COSTS PRODUCE UNREST 

“We know that a widespread spirit. of 
unrest exists among all classes, especially 
among wage earners, whose wages will no 
longer provide adequate food, shelter and 
raiment for themselves and families. 

“We believe this situation is brought 
about mainly by conscienceless profiteering 
by the great interests, who have secured 
control of all the necessaries of life. 

“At this time we find ourselves obliged 
to again request an increase in wages to 
meet the mounting cost ofsliving; but we 
feel that, should this request be granted, 
the relief would be but temporary should 
prices continue to soar. 

“We believe the true remedy for the 
situation, and one that will result in lifting 
the burden under which the whole people 
are struggling, is for the Government. to 
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take some adequate measures to reduce the i 
cost of the necessaries of life to a figure 


that the present wages and income of the 
people will meet. Should this not be con- 


sidered feasible, we will be forced to urge 
‘that those whom we represent be granted — 


an increase in wages to meet the deteriora- 
tion of the purchasing price of the dollar, 


be that what it may, which can be easily 


determined by competent authority. 


“We find ourselves today earning less 
This 
can be demonstrated by simply taking as 


money than we did prior to the war. 


an illustration a daily. wage of $5 prior 


to the war, which at that time was worth 
500 cents, and today it is ‘worth approxi-. 
mately, Judging from. cn authority, | 


only $2.15. 

“So while it may be stated that we have 
had a substantial increase in compensation, 
when considering the dollar only as a me- 
dium of exchange, our income has .been 
substantially decreased when conrerce with 
pre-war prices.” 


Mr. Lee, in discussing demands made by — 


his organization for either wage increases 
or reduced living costs, laid stress on the 
fact that mere increases in wages to 
groups of workers would not have a per- 
manent stabilizing effect on industry. 
“All of us are to blame,” he said, “be- 
cause we are exerting every effort to get 
more money for ourselves and better con- 
ditions. Every day we must realize that 
the profiteers are taking double from the 
workingmen what is given them; and the 
trouble with the people on the hill (Capi- 
tol), with us and with every corporation 
and with everybody is that we are exert- 


jng ourselves to get the dollar, while the 


working man is merely existing and while 
the profiteer is piling up millions. 


“I will admit that we are going the 


| wrong way. I admit to you that it is time 
to call a halt; and I admit to you that 


\until we get together, until we commence — 


together to stop this, there will be hell 


in his country—and it is nearer today than 


I ever knew it in my years of experience. 


Just let somebody drop a match in this 
country of ours ae it ve ‘be a bendy. 


day for all of us.: 


‘Unless. my lon. is most “terribly. -ob- - 
scured, then there is” ‘something: cothing to. | 


ebety peace in ae. co 


earning power for labor—yes. : 


well until profiteering 


conditions. — We. were. 


ones ee until t 


dee private DEgnta ts 
market—no. To Ha e 
cheaper service for the rok i 


With | some the od liberty : 
for each man to do as he pleases wit 
self and the product of his labor, while 
with others the same word may mean for 
some men to do as they please with othe 
men and the product of — other 
labor—Abraham Lincoln. eee 


Yes, and Thomas Carlyle. said: 
tools to the men who can 1 wield th 
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